
 

 

 

Opinion n° HCFP - 2021 - 4 

On the budget bill and the social security financing bill for the year 2022 

17 September 2021 

Main conclusions 

The draft budget bill (PLF) for 2022 referred to the High Council is incomplete. It 

does not include the impact of major measures, already announced by the Government 

(major investment plan, new active measure for young people, notably) which the 

Government plans to adopt by way of amendment during the parliamentary debate. 

The High Council regrets that the conditions of referral do not allow it to give a fully 

informed opinion on the public finance forecasts for 2022 to the Parliament and the citizens, 

in application of its mandate. If, as is likely, the macroeconomic and public finance scenario 

were to be modified to take these measures into account, the Government would have to refer 

to the High Council again. 

* * * 

The High Council considers that the Government's growth forecast for 2021 (+6.0%), which 

has been revised upwards since the first amending budget law of the year (LFR1) due to a 

stronger-than-expected improvement in economic indicators, is prudent and that the forecast 

for 2022 (+4.0%) is plausible. The inflation forecast is realistic for 2021 and 2022. 

However, the High Council considers the employment and wage bill forecasts for 

2021, which do not take into account the latest available information, to be too low. Starting 

from a higher level in 2021, employment and the wage bill should also be higher in 2022 

than forecast in the PLF. 

As a result of the likely additional revenues, the general Government deficit for 2021 

could be less deteriorated than projected by the Government (-8.4 points of GDP). For 2022, 

revenue based on wages could also be underestimated. Conversely, the expenditure forecast 

is reasonable given the information provided to the High Council. However, as these 

elements are incomplete, the High Council is not at this stage in a position to give an opinion 

on the plausibility of the general Government deficit forecast for 2022 (-4.8 points of GDP). 

The High Council notes that the structural balance presented would be - 3.7 points of 

GDP in 2022, using the potential GDP assumption of the January 2018 programming law 

(LPFP). The structural balance would then be 2.9 points worse than that forecast in the 

LPFP in 2022, which is a significant deviation in the terms of the 2012 organic law. 

Nevertheless, in spring 2020, the High Council considered that the very special economic 

conditions resulting from the health crisis had been met to trigger the exceptional 

circumstances clause, and considers that deviations from the planned path in 2022 can still 

be justified.  
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The High Council recalls that the LPFP is an outdated reference for assessing the 

public finance trajectory. The Government's latest estimate of potential growth, revised to 

take account of the consequences of the health crisis, leads to a worse structural balance, 

reaching -4.7 points of GDP, which is a deviation of more than 4 points from the medium-

term budgetary objective (MTO) that France had set itself in the LPFP. 

The High Council notes that the ratio of public spending to GDP would be nearly two 

points higher in 2022 than in 2019 (even before taking on board the investment plan and the 

new active measure for young people), despite the clear rebound in activity and the extinction 

of most of the spending incurred in response to the health crisis. In addition, the tax relief 

measures of recent years are expected to have a lasting impact on revenues.  

Faced with an increased public debt (114 points of GDP in 2022, 17 points more than 

in 2019), the High Council stresses that the medium-term sustainability of public finances 

calls for the utmost vigilance. In this context, it will be important that any additional revenue 

exceeding forecasts is devoted to debt reduction. 

  

 1. The Government referred to the High Council on 10 September 2021, pursuant to the 

article 14 of the Organic Law No. 2021-1403 of 17 December 2012 on public finance 

programming and governance, macroeconomic forecasts and public finance information on 

which the budget bill and the social security financing bill for 2022 are based. The High Council 

adopted the following opinion after deliberation at its meeting on 17 September 2021. 

Introductory remarks 

1- On the opinion’s scope 

 2. Under article 14 of the constitutional bylaw of 17 December 2012 on public finance 

planning and governance, the High Council gives an opinion on: 

 the macroeconomic forecasts, which the budget and social security financing bills 

are based on; 

 the consistency of the budget bill’s introductory article with the multi-year targets 

for public finances set in the public finance programming law.  

2- On the information submitted 

 3. On 17 September 2021, Government referred to the High Council of the macroeconomic 

framework and elements of public finance information on which the PLF and PLFSS for 2022 

are based. This referral was accompanied by replies to the questionnaires sent by the High 

Council to the competent authorities. 

 4. The draft budget bill (PLF) for 2022 referred to the High Council is incomplete. It 

does not include the impact of major measures, already announced by the Government 

(major investment plan, new active measure for young people, notably) which the 

Government plans to adopt by way of amendment during the parliamentary debate. The 

High Council regrets that the conditions of referral do not allow it to give a fully informed 

opinion on the public finance forecasts for 2022 to the Parliament and the citizens, in 

application of its mandate. 
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3- On the methodology used 

 5. To assess the realism of the macroeconomic forecasts and public finance content of the 

budget and social security financing bills of 2022, the High Council analyzed the Government‘s 

assumptions as well as the economic mechanisms within the forecast period. It relied on the 

last available statistics and information provided by the Government about its economic policy 

measures. 

 6. The High Council also drew on the latest forecasts produced by a group of international 

and national institutions, including the Organization for Economic Co-operation and 

Development (OECD), the European Central Bank (ECB), the Institut National de la Statistique 

et des Études Économiques (Insee), the Banque de France and short-term research institutes 

such as Rexecode and the Observatoire Français des Conjonctures Economiques (OFCE).  

 7. As permitted by article 18 of the constitutional bylaw, the High Council held hearings 

of the relevant administrations’ representatives – Treasury, budget and social security 

departments. It also held hearings of experts and representatives of the Insee, the Bank of 

International Settlements (BIS), Rexecode and the Observatoire Français des Conjonctures 

Économiques (OFCE).  

 8. After a presentation of the global and European economic environment (I), the High 

Council makes its assessment of the macro-economic forecasts associated with the PLF and 

PLFSS for 2022 (II), and then on the public finance scenario (III). 

 

I- A vigorous recovery still hinging upon the evolution of 

the sanitary situation 

1- A vigorous rebound of the economic activity in 2021 

 9. The world economic recovery started in the middle of 2020 is continuing in 2021, 

despite successive epidemic waves that keep hitting – in various ways – numerous countries. 

The progressive lifting of restrictions to the mobility and the economic activity – enabled by 

the strong push in vaccinations in advanced economies – leads to a return to pre-crisis 

conditions in most sectors (except those linked to tourism and international air travelling). 

International organizations (European Commission, IMF, OECD) revised upwards their growth 

forecasts several times since the beginning of the year, for the World, the Euro Zone and France 

as well. In total, according to the IMF’s last forecasts, the world GDP should increase by 6.0% 

in 2021 (after a 3.2% contraction in 2020) and by 4.9% in 2022. 
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 10. Most recent business surveys suggest still favorable conditions for the world economic 

activity, in spite of a perceptible slowdown. In the Euro Zone, business climate indicators 

remain close to the peaks reached during the pre-crisis decade. In the United States, even if the 

context remains favorable, signs of slowing down appear and several institutions have adjusted 

downwards their estimations of the growth rate. Furthermore, the activity in many Asian 

countries, including China and Japan, decelerates under the effects of the « delta » variant 

epidemic wave and supply difficulties. In total, the world growth should be lower during the 

second semester of 2021 than during the first semester. 

 

 11. The pace of recovery during the next quarters should differ across countries according 

to the evolution of the sanitary situation, the implementation of prophylactic measures, the 

sectorial composition of their activity (namely the weight of sectors most exposed to the effect 

of the sanitary crisis) and public policies to support the economy. Latest forecasts illustrate the 

heterogeneity in the speed of recovery among counties (see box). 
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Recovery patterns in Europe and the United States 

 

The Covid-19 sanitary crisis induced a shock of a broad amplitude on the world economy. Economic 

activity fell in most advanced economies in 2020 in the context of sanitary restriction measures. 

However, the scale of the downturn has proved to differ across countries: GDP fell down 6.5% in the 

Euro Area, which is considerably more pronounced than in the United States (-3.4%), but less than in 

the United Kingdom (-9.8%). This heterogeneity is also observed within the Euro Zone.  

 

 

 
The rebound of the activity expected in 2021 and 2022 is clear in most countries. Nevertheless, its 

scale differs across countries. According to Consensus Forecasts1, the activity in the Euro Zone should 

be superior in 2022 than the level observed in 2019. The GDP in 2022, however, should remain below 

the pre-crisis level2. The range of the recovery should also be heterogeneous within the Euro Area3. 

While the German level of the GDP in 2022 should only be 0.6% below the level anticipated before the 

crisis, the Spanish GDP should settle at 4.9% below its predicted level before the crisis. 

  

                                                           
1 IMF data lead to a similar diagnosis.  
2 The annual growth was projected to average 1.1% over the 2020-2022 period according to October 2019 

Consensus Forecasts. 
3 In 2022, the GDP would significantly exceed its 2019 level in Germany (+2.6 points), to a lesser extent in 

France (+1.3 points), and would just return to it in Italy and Spain. 



6 

 

In the United States, the rebound expected in 2021 and 2022 (+5.9% then +4.3% according to 

Consensus Forecasts) should enable the American economy to exceed in 2022 its predicted level before 

the crisis (a predicted average annual growth rate of 1.8% between 2020 and 2022)4. 

2- Tensions in the supply chains 

 12. World trade of goods and services bounces back in the wake of the activity: after a sharp 

decrease of 8.3% in 2020, the IMF forecasted in July 2021 a rebound of around 10% in 2021 

and 7.0% in 2022. 

 13. However, the world economic recovery is accompanied by tensions in certain supply 

chains, a rise in world shipping costs and in certain raw materials and intermediary goods prices. 

In the United States, as in the Euro Area, businesses face labour shortages that restrain the 

recovery in the production. Those tensions affect the activity differently depending on sectors 

and countries. The shortage in semiconductors penalizes in particular the automobile sector. 

Trade in services related to travelers and tourism remains impacted by the continuation of 

restrictions to international mobility in numerous countries.  

  

3- A rise in inflation – that the majority of professional forecasters believe 

temporary 

 

 14. Inflation bounces back in the World and in major advanced economies. It reaches 

relatively high levels compared to those seen during the last decade, particularly in the United 

States (+5.3% for the consumer price index – CPI – in August), and to a lesser extent in the 

Euro Area (+3.0% for the harmonized consumer price index – HCPI – in August) and in the 

United Kingdom (+3.0% for the HCPI in August). 

 15. The bounce back of the inflation is the result of the economic recovery, especially in the 

service sector, of the repercussion by businesses of the cost of sanitary measures on their prices 

and of the diffusion of the increase in the prices of raw materials and intermediary goods. 

 16. However, most professional forecasters expect these inflationary pressures to gradually 

dissipate. The lifting of sanitary restrictions should ease supply bottlenecks, thanks to the 

resumption of the industrial production and the trade in intermediary goods. Furthermore, the 

rebalancing of the demand from goods to services should curb the demand of raw materials and 

intermediary goods. Forecasts from the Consensus Forecasts reckon on a easing of the rate of 

inflation to its pre-crisis rate after 2022. 

 

4- The sanitary situation remains the main source of uncertainty, though its 

scale has somehow diminished  

 

 17. While progresses in vaccination coverage and the progressive adaptation of the 

economies to restrictive measures implemented in response to successive epidemic waves have 

made the world economy more resilient to the evolution of the sanitary situation, the recovery 

is still hung up to it. A resurgence of the pandemic or the emerging of a new variant immune to 

vaccines could dampen the recovery and further disrupt global supply chains. Conversely, the 

                                                           
4 The American GDP should settle at 7% above its 2019 level in 2022. 
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possible introduction in 2022 of currently developed anti-Covid treatments could strengthen the 

resilience of the economy. 

 18. Economic activity could be supported by additional stimulus packages, like the ones 

currently discussed in the USA or Japan, or by the spending by household of the extra savings 

accumulated during the crisis. Conversely, tensions in global supply chains and their 

consequences on prices and activity – that professional forecasters for now believe to be 

temporary – could linger longer than predicted. Such disturbances may be caused by 

geopolitical tensions and expanded protectionism measures, and would potentially trigger 

another increase in inflation, thus hindering the global economic recovery. 

II- Observations on macroeconomic forecasts for 2021 and 

2022 

1- The Government’s scenario  

According to the Government’s referral document5, “GDP would increase by 6% in 

2021 and experience a vivid growth in 2022, at +4%. This would put the activity in 2022 as a 

whole approximately 1.5% above its 2019 level.” […] “The French economy should return to 

its pre-crisis activity at the end of 2021.” 

 

“The economic scenario relies on the hypothesis of a gradual improvement of the 

sanitary situation.” 

 

“Households’ consumption would rebound […] by +4.1% in 2021 (after -7.2% in 2020) 

and would then accelerate in 2022 (+7.0%), exceeding by 3.4% its 2019 level. […] The 

scenario relies on the hypothesis that the savings rate in 2022 would come back to its pre-crisis 

level” […] 

 

“After having decreased in 2020 in the wake of the economic crisis (+0.5% after +1.1% 

in 2019), the inflation should reach +1.5% in 2021, due in particular to the rebound of energy 

prices. It would be stable in 2022 (+1.5%), as the upwards inflationary pressures due to the 

supply constraints are compensated by a reduced rate of inflation of energy and administrated 

prices. After falling down to +0.6% in 2020 (after +0.8% in 2019), core inflation would 

gradually increase to +1.1% in 2021 and +1.5% in 2022, in connection with the economic 

recovery.” 

 

“In 2021, total paid employment in the market sector would rebound strongly 

(+325 000 new jobs year-on-year).” 

 

“In 2022, job creation in the market sector would continue but at a slower pace: over 

the year, between the end of 2021 and 2022, 65000 jobs would be created (that is to say 

+145000 jobs on an annual average).” 

 

It is stated that “the employment forecast has been established before the publication 

by Insee, on September 8th, of the detailed estimation of the paid employment for the second 

quarter of 2021.” 

 

                                                           
5 See appendix 1. 
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“Regarding wages, before taking into account public compensation for  temporary 

leave, after a decline in 2020 of -4.9%, the average wage per capita would rebound sharply in 

2021 and 2022 (+4.8% then +5.2%).”  

2- The High Council Assessment 

 19. The High Council will successively assess the assumptions of activity growth, inflation, 

employment and private sector payroll. 

a) Economic growth 

 20. For 2021, the Government expects the real GDP to grow by +6.0%, a figure that has 

been revised by +1 point compared to the First Amending Finance bill (PLFR) for 2021. For 

2022, the Government expects GDP to increase by +4%. 

 21. Over the two-year period as a whole, the Government’s forecasts are close to other 

available forecasts. On average, the GDP would settle 1.4 points above its 2019 level, which is 

close to the estimations from the Consensus Forecasts of September 2021. 

 22. The Government and other main forecasting bodies formulate their macroeconomic 

scenarios under the assumption of an improvement of the sanitary situation in France as in the 

rest of the Euro Area. Moreover, the PLF for 2021 assumes that the phase-in of the stimulus 

package (1.5% of GDP) has a significant impact on GDP level in 2022 (1% GDP after 1.5% in 

2021 according to the Government). 

 

GDP growth forecasts for 2020-2021 

 France Euro Area 

 2021 2022 2022/2019 2021 2022 2022/2019 

European Commission (July 2021) 6.0 4.2 1.6 4.8 4.5 2.4 

IMF (July 2021) 5.8 4.2 1.4 4.6 4.3 2.0 

Banque de France / ECB (September 

2021) 
6.3 3.7 1.5 5.0 4.6 2.7 

Observatoire français des conjonctures 

économiques (OFCE) (September 2021) 
6.3 4 1.8 5.4 5.1 3.6 

Rexecode (September 2021) 6.3 3.5 1.2 5.0 3.9 2.0 

Consensus Forecasts (September 2021) 6.1 3.8 1.3 5.0 4.4 2.5 

Government (PLF 2022 - September 

2021) 
6.0 4.0 1.4 4.9 4.4 2.4 

Source HCFP based on forecasts from international organizations and business and consumer organizations. 

The columns ‘2022/2019’ present for each forecast the level of GDP reached in 2021 compared to that 

observed in 2019.  
 

 23. The +6% growth estimation from the Government relies on the assumption of a strong 

rebound of the activity during the third quarter. In view of most short-term indicators published 

during last weeks, such a rebound is underway in a context of intensification of the vaccination 

and improvement of sanitary conditions. This estimation could be considered prudent compared 

to Insee’s (September 8) and Banque de France’s (September 13) forecasts, which take into 
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account the last available short-term data. The GDP should then recover its end-of-2019 level 

at the end of this year, or beginning of next year6. 

 24. The Government expects +4% growth in 2022. The growth contribution of the private 

demand (excluding changes in inventories), would be close to the one estimated in 2021 (4.7% 

after 4.5%). The taming of growth in 2022 would mostly originates from the diminution of the 

public demand (which accounts for -0.3% of growth in 2022 after +2.1% in 2021), in a context 

of negative contribution of foreign trade to GDP growth (-0.4% in 2022 after -0.3%). 

 25. Government’s growth estimation, very close from those of other forecasters, is 

surrounded by significant uncertainties both upwards and downwards. First, it supposes the 

return of the savings rate to its 2019 level. The releasing, even partial, of the extra savings 

accumulated during the crisis could further decrease it, and lead to a consumption higher than 

expected. On the contrary, unfavorable sanitary conditions or the worsening of supply 

difficulties could hinder households’ expenses. Government’s investment forecast would push 

it at a historically high level. Its dynamism could be weaker than expected, in particular in the 

case of backlash of the effort in digitalization realized in 2020 and 2021. 

 26. The High Council considers that the Government's growth forecast for 2021 

(+6.0%), which has been revised upwards since the first amending budget law of the year 

(LFR1) due to a stronger-than-expected improvement in economic indicators, is prudent 

and that the forecast for 2022 (+4.0%) is plausible. 

b) The rise in consumer prices 

 27. According to the Government, the consumer price index would increase in annual 

average by +1.5% in 2021 and 2022, after +0.5% in 2020. Under this apparent stability of the 

inflation lies a strengthening of core inflation7, and an easing in the inflation of other products, 

especially oil, given the conventional assumption that the price of a barrel remains at its current 

level. 

Consumer Price Index (CPI) 

Variations in % Government’s estimation (annual average) 

2019 2020 2021 2022 

Total index 1.1 0.5 1.5 1.5 

Core index 0.8 0.6 1.1 1.5 

Source: Government’s forecasts 

 28. As the High Council emphasized in its April opinion on the stability program, core 

inflation turned higher in 2021 than the Government anticipated at that time. The Government 

has thus significantly revised its forecast, from +0.6% to +1.1%. In view of the available data 

on the first 8 months8 of the year, the Government’s estimation can be considered as realistic. 

 29. The Government expects another increase in core inflation to 1.5% in 2022. It would 

then reach its highest level in annual average since 2009. The total inflation forecast resulting 

from it is in line with the estimation of the Consensus Forecast (+1.5%) 

                                                           
6 The Insee estimates that the GDP will grow by 6.25% in 2021 and will return to its end-of-2019 level by the 

end of 2021.  
7  Inflation excluding volatile and administrated prices. By removing these products, the core inflation is closer to 

the underlying trends of total inflation, and thus constitutes the only predictable component of total inflation. 
8 The core inflation carryover, which would be obtained if the core price index was stable over the remaining 

months of the year (September to December), reaches 1.0%. The Government’s estimate of 1.1% is coherent with 

a rise in prices in line with the pace observed during last months.   
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 30. Core inflation during the coming months should be sustained as a result of the 

transmission to transformed food products and many industrial products (especially textile and 

automobile), of the rise in raw material prices (see graphic), shipping costs and the price of 

certain intermediary goods (semiconductors in particular) since the beginning of the year. The 

clear improvement on the labor market could also exert upward pressure salary costs through 

the weak productivity gains and the increase in wages it can cause. 

 

 31. Conversely, the ongoing rebalancing of business and household demand from goods 

towards services enabled by the lifting of sanitary restrictions in many countries could drive a 

drop in raw materials and intermediate goods prices, and thus dampen the rise in core inflation 

in 2022. 

 32. The Government’s inflation forecast is realistic for 2021 and 2022. 

c) Employment and wage bill in the private sector 

 33. The private sector wage bill is a core determinant of public administration’s revenues. 

According to the Government, it would rebound sharply in 2021 (+6.2% after -6.2% in 2020) 

and would then further increase in 2022 (+6.1%).  

Wage bill in the non-agricultural market sector (evolution in %) 

 2020 2021 2022 

Number of paid employees -1,5 1,5 0,8 

Average wage -4,9 4,8 5,2 

Wage bill -6,2 6,2 6,1 

Source: Government’s forecasts 

 

 34. These irregular evolutions mirrors those of the wage per capita (+4.8% in 2021 after -

4.9% in 2021, then 5.2% in 2022). The temporary leave scheme has allowed maintaining a large 

number of people in employment in 2020, and to a lesser extent in 2021. However, a part of 

their remuneration was paid by the Government and the Unedic as a temporary leave allowance 
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that took the nature of a social benefit. As a result, the average wage paid by businesses has 

declined sharply. 

 35. A more economic approach of the wage per capita examines what is truly perceived by 

paid employees of the non-agricultural market sector. This indicator, that includes the 

temporary leave compensation, has a smoother profile than the one used in the computation of 

the wage bill, which is the one used as a basis for social contributions. The Government’s 

estimation assumes a +1.3% growth for the average “economic” wage per capita in 2021, after 

+0.8% in 2020. In 2022, the average “economic” wage per capita would increase by 3.0% due 

to the rise in inflation in 2021 and 2022 and the improvement of the labor market. Overall, over 

the period 2019-2022, it would increase by 1.7% per year, against 1.9% on average per year 

between 2015 and 2019. 

 36. In 2021 and 2022, the Government expects a boost in paid employment of non-

agricultural market sectors (+1.5% in 2021, then +0.8% in 2022 after -1.5% in 2020). 

 37. The broad resort to temporary leave in 2020 and 2021 has strongly reshaped 

expectations of employment between 2020 and 2022 (see appendix 4). The Government’s 

estimations relies on an assumption of growth of per capita productivity (ratio between added 

value and employment) of +0.3% between 2019 and 2022. This is equivalent to a loss of 3.3 

points in level compared to the pre-crisis trend (estimated at +1.2% per year by the Government, 

thus +3.6% over three years)9. The Government considers this loss being partly due to an 

increased employment resulting from employment policies (1.6 points), and partly due to a loss 

in trend productivity (1.7 points). The latter would then contribute to a drop in potential GDP. 

 38. However, Government’s employment estimation (from December to December, 

+327’000 in non-agricultural market sectors in 2021, then +64’000 in 2022, that is to say 

390’000 jobs between December 2020 and December 2022) seems low. The employment 

forecast does not take into account the latest data published by the Insee on September 8, which 

has led to a clear upwards revision of the employment of the first semester of 2021. It already 

overpassed its December 2020 level by 380’000 at the second quarter of 2021, and stands at a 

very close level from the Government’s expectations for the end of 2022. 

 39. Furthermore, business surveys led by the Insee showed a very good appraisal by firms 

on the evolution of the past as well as future employment (which are significantly higher than 

their historical average). This suggests a vivid growth of the employment for the third quarter 

of 2021. As a result, jobs creations in 2021 should fairly exceed the Government’s estimation, 

both in year-on-year or average measurements.  

                                                           
9 This is the trend growth rate of productivity after accounting for the effects of employment measures before 

2019. This estimation is uncertain; it could be higher as in the equation of the Opale model published by the DG 

Trésor, which could lead to an increased productivity loss after the crisis. It could also be lower, as estimated by 

the secretariat of the HCFP, which would result in a smaller productivity loss. 
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 40. In 2022, the Government retains a moderate job creation rate (+16’000 jobs per quarter 

on average). Unless a sudden change of course during the next year, the level of employment, 

starting from a higher level than the Government’s forecast for the end of 2021, should be 

significantly superior to the estimation of the Government for 2022. In return, the loss in labor 

productivity retained for 2022 in comparison with the pre-crisis trend should be higher than in 

the PLF. 

 41. The High Council considers the employment and wage bill forecasts for 2021, 

which do not take into account the latest available information, to be too low. Starting 

from a higher level in 2021, employment and the wage bill should also be higher in 2022 

than forecast in the PLF. 

III- Remarks on public finances forecasts for 2021 and 2022 

 42. The High Council assesses the risks relating to the public balance and then examines 

the consistency of the introductory article of the draft budget bill with the multi-year structural 

balance targets10. 

1- The Government’s scenario 

According to the Government's referral document11, “The budget bill for 2022 (PLF 

2022) and the social security financing bill for 2022 (PLFSS 2022) forecast a nominal balance 

of -8.4% of GDP in 2021 and -4.8% of GDP in 2022 […] the structural balance would be 

worsened in 2021 (level of -5.8 points), before recovering in 2022 (level of -3.7 points). In a 

revised structural framework characterized by a permanent decrease in GDP of 1.75% in 2020-

2021, the structural budget balance would increase to -4.7 points of GDP for 2022 onwards.” 

“The ratio of public expenditure, excluding tax credits, to GDP stood at 60.8% in 2020, 

and is predicted at 59.9% in 2021, then at 55.6% in 2022. The growth rate of public spending 

excluding tax credits stood at +6.6% in value in 2020. It would reach +3.4% in 2021 before 

diminishing by -3.5% in 2022. Excluding support and recovery, public expenditure’s growth 

                                                           
10 The structural balance is defined as the government balance adjusted for the direct effects of the economic cycle 

and exceptional events (see Annex 3). 
11 See Annex 2. 
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rate excluding tax credits stood at +1.2% in 2020, before reaching +2.1% in 2021, […] and 

+0.8% in 2022.” 

“The rate of compulsory levies, after reaching 44.5% of GDP in 2020, would decrease 

to 43.7% in 2021 and then fall to 43.5% in 2022. These successive falls are due to the measures 

reducing compulsory levies during the 2021-2022 period. In 2021, the compulsory levies’ 

elasticity would be slightly below one, at 0.9, reflecting a partial resorption. […] In 2022, the 

compulsory levies’ elasticity would be strictly below one.” 

“The public debt ratio defined by Maastricht would rise in 2021 and reach 115.6 points 

of GDP, after 115.0 points in 2020, supported by a high deficit and despite the downward effect 

of a sharply high increase in GDP. This ratio would reduce in 2022 to 114.0 points of GDP 

due to a lasting rebound of the activity and a sharp decrease in deficit, allowing it to be below 

the deficit and stabilizing public debt.” 

 

2- Assessment of risks to the public balance 

 43. The Government's scenario projects the effective balance to go from -8.4 points of GDP 

in 2021 (compared with -9.4 points in its previous forecast, associated with the first amending 

finance bill for 2021) to -4.8 points of GDP in 2022. The High Council has sought to identify 

the main risks affecting the public revenue and expenditure forecasts for 2021 and 2022 based 

on the information at its disposal. 

 

a) Public revenue 

 44. In 2021, compulsory levies would increase by 4.7%t to €1072.2 billion. If we neutralize 

the tax cuts (a little more than €15 billion), they would be more dynamic and would grow by 

6.2% which is slightly slower than GDP (+ 6.5%). This forecast in the 2022 budget bill 

significantly increases the 2021 Budget bill 1 forecast (+€21bn), due to better than expected 

VAT levy, income tax and corporation tax collections in the first eight months of the year. 

 45. The dynamism of revenues at constant legislation reflects the particularly strong growth 

of some major taxes, in particular housing transfer taxes (+17.0%), VAT (+10.9%), domestic 

consumption tax on energy products (+8.3%) and corporate income tax (+10.3%), while other, 

more inert, levies grow less rapidly than GDP.  

 46. However, these very strong developments appear to be justified overall. The forecast 

for transfer taxes is consistent with the price increases and the very dynamic volume of 

transactions in 2021. The sharp rise in domestic consumption tax on energy products, which 

reflects a partial recovery from the sharp fall in 2020 (a spontaneous drop of 13%) due to travel 

restrictions, is therefore plausible. The expected increase in corporate income tax, confirmed 

by the collections recorded so far, also assumes a good return on the "fifth instalment". The 

rebound in activity in 2021 and the high level of the margin rate may indeed suggest this.  

 47. With regard to VAT, the good dynamic of the receipts that was registered has however 

to continue until the end of the year. The spontaneous growth of VAT in the Budget bill is 

significantly higher (10.9%) than the growth of taxable base (+8.0%) and the risk of a shortfall 

compared to the forecast could not be ruled out. 

 48. The underestimation of the wage bill highlighted by the High Council leads to an 

underestimation of the public revenues that depend on it (social security contributions, social 
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security contribution (CSG), contribution for reimbursement of social debt (CRDS), income 

tax) and therefore of the amount of compulsory levies.  

 49. In total, the forecast of spontaneous compulsory levies for 2021 appears too low.  

 50. In 2022, compulsory levies spontaneously increase by the same rate as GDP (5.5%) 

which grows faster than GDP, compensating for those that grow more slowly.  

 51. Based on the macroeconomic scenario adopted, the risks appear balanced. In particular, 

the income tax revenue forecast, which is more dynamic than the private wage bill (+6.1%), 

assumes that the balance paid on income in 2021 is particularly high. Conversely, the forecast 

for transfer tax, which assumes a halt to the rise in real estate prices and the volume of 

transactions, seems prudent. The corporate income tax forecast also appears prudent compared 

to the extent of the rebound in activity in 2021 and 2022.  

 52.  However, since the wage bill could also be higher than the Government's forecast, the 

public revenues that depend on it could also be higher than the Government's forecast, as a 

result. 

 53. For both 2021 and 2022, the High Council considers that the forecasts are 

consistent with the macroeconomic scenario adopted. However, because of a wage bill that 

could be higher than the one forecasted by the government, the revenues that depend on 

it could also be higher than the government's forecast. 

 
 

b) Public expenditure 

 54. In 2021 and on a current basis, the overall increase in public expenditure excluding tax 

credits presented in the 2022 budget plan is 4.8%in value (that is 4.3%in volume12), following 

an increase of 6.8%in 2020. Spending would thus amount to 59.9 points of GDP in 2021, below 

the level reached in 2020 (60.8 points), but still 6.1 points higher than in 2019 (53.8 points of 

GDP). 

                                                           
12 Deflated by GDP prices. 
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 55. The expected increase in public expenditure in 2021 compared to 2020 (+€68bn) rests 

mostly on the increase in ordinary expenditure (+€48bn) and, to a more limited extent, on the 

increase in support and recovery expenditure (up by almost €20bn). 

 

Note: Some measures are presented by the Government in both the support and the recovery plan. For the purposes 

of this chart, they have been considered as part of the recovery plan only. 

 56. Compared to the amending budget bill of June the 2nd, 2021, the budget bill for 2022 

does not significantly modify the level of spending expected for 2021. In fact, additional 

spending (+€6.3 billion), particularly on health insurance (+€2.1 billion) and debt servicing 

(+€2.3 billion), would be offset by a decrease in some spending, particularly on partial activity 

and the solidarity fund (-€6.7 billion). 

 57. These additional expenditures and revenues are still subject to the contingencies of 

vaccination expenditures and the evolution of the health situation, which, in light of recent 

developments, appear to be relatively moderate, and the government's forecast can be 

considered as realistic. 

 58.  For 2021, the High Council considers that the public expenditure forecasts are 

realistic. 
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Public expenditure growth rate in the budget bill for 2022 

(current prices, tax credit excluded) 

In % 2020 2021 2022 

Public expenditure in value terms  6.8 4.8 -2.0 

Of which : contribution of support and recovery 

schemes 
5.4 1.2 -4.3 

Of which : other expenses 1.4 3.6 2.3 

GDP deflator 2.5 0.5 1.4 

Public expenditure in value terms (GDP deflator) 4.3 4.3 -3.4 

Source: Ministry of Finance 

 

 59. In 2022, the share of public spending in GDP would decline to 55.6 points, driven by 

both the strong growth in economic activity and the decline in spending included in the 

Government's forecast but would still be 1.8 points higher than in 2019. On a current basis, they 

would shrink by 2.0% in value, due to the expected decline in support and recovery measures: 

€91bn expected in 2021 and €29bn expected in 2022.  

 60. This evolution hides the continued increase in "ordinary" expenditures, i.e. excluding 

support and recovery. They would actually increase by €32 billion, or 2.3% in value and 0.8% 

in volume. Between 2019 and 2022, the increase in ordinary spending would thus be 7.5%, a 

more dynamic trend than that of GDP in value terms (+6.2%).  

 

 61. According to the Government, in 2022, Government spending would fall by 7.9% 

compared to 2021 on a current basis and in national accounts, that is, by €34.5 billion. This 

decline would be mainly the result of lower support and recovery spending in 2022 than in 2021 

and, to a lesser extent, of the decline in the interest expenditure. 

 62. In budgetary accounting and within the scope of the government's total expenditure 

target, expenditure would fall by around €40 billion compared to the forecast for 2021, mainly 

because of the fall in support and recovery expenditure.  
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 63. On the other hand, public expenditure under the controllable norm, which corresponds 

mainly to the financing of actions carried out by the Ministries, is expected to increase by almost 

€12 billion compared to the execution forecast for 2021. More than a third of this increase is 

explained by expenditures determined by Public finance programming laws (defense, research, 

public development aid, justice), as well as by other new expenditure: measures in favour of 

school personnel (+€0.7 billion), solidarity (+€0.6 billion), access to housing (+€0.5 billion), 

emergency housing (+€0.5 billion), and the "ecology, sustainable development and mobility" 

budgetary programmes (“mission”), in particular. The Government's wage bill is expected to 

be relatively dynamic, rising by +2.3% compared to the 2021 execution forecast.  

 64. Social security administration expenditure is expected to be flat in value terms in 2022 

(+0.1% at current scope), after having risen by 3.6% in 2021 and 5.7% in 2020. The increase 

in pension benefits (+€8.5 billion, or +3.0%, of which 1.2 percentage points is due to the 

revaluation of pensions) and health care spending (+€2.8 billion, of which €2,1 bn for salaries) 

would be offset by the expected decrease in health care spending in response to the health crisis 

(-€9.7 bn), the quasi-withdrawal of temporary leave (-€3.4 bn for Unédic in 2022 compared to 

2021) and the unemployment insurance reform (- €1.9 bn in 2022). The Ondam13 would thus 

grow by 3.8% in 2022, excluding exceptional expenses related to the health crisis, and by 2.6% 

excluding expenses related to the “Ségur”14 and exceptional expenses.  

 

 65. Expenditures planned to deal with the health crisis are marked by a high degree of 

uncertainty because of the uncertainties resulting from the evolution of the situation. The 

forecast expenditure of €5.0 billion15 to deal with the health crisis (vaccine purchases, 

vaccination campaign, tests) could turn out to be underestimated in the event of a resurgence of 

the epidemic or new vaccination campaigns, which could be required due to the emergence of 

new variants or a loss of vaccine effectiveness over time. In this regard, the High Council 

                                                           
13 The Ondam (“objectif national des dépenses d’assurance maladie”) is a target set for a big part of healthcare 

expenditure. 
14 A set of policy measures aiming at increasing the revenues of health workers and investments in hospitals. 
15 Compared to €18.9bn in 2020 and €14.7bn in 2021. 
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emphasizes that, in accordance with its analysis16, the costs of testing and the vaccine campaign 

had to be re-evaluated several times in 2021.  

 66. Local government spending, composed mainly of local authorities, is expected to slow 

in 2022 to +2.7% on a current basis after +4.7% in 2021, a year marked by a sharp rebound in 

local investment. Given the delay in investment by local authorities in 2020 due to health 

constraints and the staggered timing of municipal elections, the strong rebound in investment 

expected in 2021 could continue in 2022, leading to higher-than-expected local public 

spending.  

 67. Finally, the High Council notes that, across all government departments, many of the 

additional expenditures announced by the executive during the summer were not included in 

the budget bill as submitted to it. These measures include the investment plan, the skills plan 

and the new active measure for young people . Measures on the minimum pension were also 

mentioned. If these additional measures were indeed submitted in the course of the 

parliamentary debate, by way of an amendment to the budget bill, they would lead to a 

significant increase in the level of public expenditure as early as 2022. 

 68. The High Council notes that the expenditure forecast for 2022 submitted to it by 

the Government is reasonable given the information it has received. However, it does not 

include all of the expenditures announced during the summer and which the Government 

plans to adopt during the parliamentary debate by way of amendment. Consequently, the 

High Council is not in a position to comment on the realism of these figures.  

c) Public balance 

 69. The Government's scenario projects the actual balance to fall from -8.4 points of GDP 

in 2021 to -4.8 points of GDP in 2022 (after -9.1 points of GDP in 2020). In 2022, the public 

revenue and expenditure forecasts are very likely to be underestimated. It is due, on one hand, 

to the too low forecast of employment and wage bill, and on the other hand, to the new 

expenditure measures announced by the Government. However, the Government did not refer 

to the High Council of Public Finance and plans to get these measures passed during the 

parliamentary debate. 

 70.  Despite a healthy growth rate, the High Council emphasizes the overall public deficit 

would remain significantly worse than its pre-crisis level (-3.1 points of GDP in 

2019; -2.2 points excluding the impact of the transformation of the CICE17 into a reduction in 

contributions) and exceeding the criterion for triggering the excessive deficit procedure. 

However, the triggering of the general escape clause of the Stability and Growth Pact, 

announced on March 23, 2020, allows Member States to deviate from the normally applicable 

budgetary requirements due to exceptional circumstances until the end of 2022. 

 71. As a result of the likely additional revenues, the general Government deficit for 

2021 could be less deteriorated than projected by the Government (-8.4 points of GDP). 

 72. For 2022, revenue based on wages could also be underestimated. Conversely, the 

expenditure forecast is reasonable given the information provided to the High Council. 

However, as these elements are incomplete, the High Council is not at this stage in a 

                                                           
16 In its opinion n°HCFP-2020-5 on the draft budget bill and social security financing bill for 2021, the High 

Council noted that "health expenditure could be higher than expected [...] For example, expenditure associated 

with a possible vaccination campaign could turn out to be much higher than that forecast by the Social security 

financing bill 2021". 
17 Tax credit for competitiveness and jobs. 
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position to give an opinion on the plausibility of the general Government deficit forecast 

for 2022 (-4.8 points of GDP).  

3- Assessment of consistency with the multi-year structural balance 

orientations 

 73. Under the terms of the organic Law of December 17, 2012, the High Council must rule 

on the consistency of the structural balance trajectory used in the Budget bill for 2022 with that 

of the current programming law of January 22nd, 2018 for the years 2018 to 2022. According 

to the same organic law, a structural balance deviation is considered significant when it 

represents at least 0.5 % of GDP in a given year or at least 0.25 % of GDP per year on average 

over two consecutive years.   

 74. The High Council must therefore refer to the potential growth as established by the 

programming law in force. The structural balance is thus computed in the Budget bill for 2022 

with the same potential growth (1.25 % in 2020, 1.30 % in 2021 and 1.35 % in 2022) as in the 

programming law. 

Public balance decomposition 

In points of GDP  
PLF for 2022  

(Sept. 2021) 

LPFP  

(January 2018) 

 2020 2021 2022 2020 2021 2022 

Public balance -9.1 -8.4 -4.8 -1.5 -0.9 -0.3 

Cyclical component -5.0 -2.5 -0.9 0.1 0.3 0.6 

One-off and temporary 

measure 
-2.8 -0.1 -0.2 0.0 0.0 0.0 

Structural balance -1.3 -5.8 -3.7 -1.6 -1.2 -0.8 

Difference with the LPFP +0.3 -4.6 -2.9    

Note: figures are rounded up to the nearest tenth, small errors may result from it. 

Source: Draft budget bill for 2022, programming law of 2018. 

 

 75. With these potential GDP data from the public finance programming law, the structural 

balance would deteriorate between 2020 and 2021 by 4.5 points of PIB, before restoring 

between 2021 and 2022 by 2.1 points. These staggered trends are due both to the exceptional 

nature of the changes in revenues and expenditure caused by the health crisis and to the methods 

used by the government to calculate the structural balance (see Annex 5). The difference in the 

structural balance with respect to the January 2018 programming law, which is still in force 

today, amounts to -4.6 points of GDP in 2021 and -2.9 points in 2022, and is therefore 

significant within the meaning of the 2012 organic law.  

 76. The High Council notes once again that the January 2018 programming law is an 

outdated reference, both for the macroeconomic and public finance scenarios. In particular, the 

calculation of the structural balance, on which the High Council’s opinion is asked for, is still 

based on the estimate of potential GDP used in this law adopted two years before the start of 

the Covid-19 crisis.  
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 77. The Government has updated in the Budget bill for 2022 the revision on the level of 

potential GDP, in the context of the budget bill for 202118 to take into account the impact of the 

crisis on the economy's productive potential.  

 78. The Government's new revision of potential growth in 2020 and 2021 leads to a more 

favourable assessment of the permanent dynamics of GDP, compared to the revised scenario 

included in the 2021 Economic, Social and Financial Report (ESFR) and restated in the 

2021-2027 Stability program. Hence, potential GDP would be 1,75 points lower in 2022 than 

in the Public finance programming law's trajectory, compared to a 2,25 point drop in the 2021 

ESFR, and then would increase at the same rate as in the public finance programming law 

(+1.35% per year)19.   

 79. The Government's scenario is, in terms of loss of potential GDP relative to the pre-crisis 

path, within the range of estimates by international organizations (European Commission: -1.4 

points, IMF: -1.9 points, OECD: -1.8 points for 2022). This new estimate is thus consistent with 

existing estimates. Nevertheless, any estimate remains weak at this stage, given the still very 

high level of uncertainty surrounding the evolution of the epidemic and the extent of the 

potential scaring effects of the crisis.   

 80. The downward revision of potential growth relative to the Public finance programming 

law would lead, all things being equal, to a decrease in the cyclical component by 1 point in 

2021 and 2022, and a corresponding increase in the structural deficit. In 2022, the structural 

balance would thus state at -4.7 points instead of -3.7 points of GDP with the Public finance 

programming law's potential growth. 

GDP and potential growth scenarios and difference with respect to the potential growth of 

the LPFP 

 Potential growth (in %, year-on-year variation) Difference with 

the potential 

growth of the 

LPFP in 2022 

(points) 

2020 2021 2022 

LPFP 2018-2022 1.25 1.30 1.35 0 

RESF 2021  -0.3 0.6 1.35 -2.25 

PLF 2022 0 0.8 1.35 -1.75 

Source : PLF 2022, RESF 2021 and LPFP of January 2018 

 

 81. Due to the difficulties of analysis related to the exceptional economic situation and the 

choices made by the Government concerning the support scheme, the estimates of the structural 

balance presented by the Government in the 2022 budget Bill can only be interpreted in a 

relevant way for the year 2022 in comparison with 2019. In total, the structural deficit would 

deteriorate by around 2.2 points of GDP between 2019 and 2022. Based on the new assessment 

of potential GDP, the output gap would quasi-vanish in 2022 and the public deficit (-4.8 points 

of GDP) would thus be almost entirely structural. 

                                                           
18 See the Economic, Social and Financial Report annexed to the 2021 Budget bill. This revised potential 

framework was also used in the 2021-2027 Stability program. 
19 The loss of potential GDP, although more limited than that adopted in the 2021 PLF and in the April Stability 

program, leads, all other things being equal, to a deterioration in the structural balance. The revision of the cyclical 

component of the deficit is also affected by the revision of the GDP path (see Annex 6). 
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Public balance decomposition with the actualized potential growth hypothesis 

In points of GDP  2020 2021 2022 

Public balance -9.1 -8.4 -4.8 

Cyclical component -4.3 -1.5 0.1 

One-off and temporary measures -2.8 -0.1 -0.2 

Structural balance -1.9 -6.8 -4.7 

Source : Government forecast 

 

 82. Under the terms of the Organic Law of December 17, 2012, the High Council must 

assess the consistency of the structural balance trajectory used in the draft budget bill for 

2021 with that of the current programming law of January, 22, 2018 for the years 2018 to 

2022.  

 83. The High Council notes that the structural balance presented would be - 3.7 points 

of GDP in 2022, using the potential GDP assumption of the January 2018 programming 

law (LPFP). The structural balance would then be 2.9 points worse than that forecast in 

the LPFP in 2022, which is a significant deviation in the terms of the 2012 organic law. 

Nevertheless, the High Council considered in the spring of 2020 that the economic 

conditions had been met to trigger the exceptional circumstances clause, which is likely to 

justify deviations from the programmed trajectory. 

 84. The High Council recalls that the LPFP is an outdated reference for assessing the 

public finance trajectory. The Government's latest estimate of potential growth, revised 

to take account of the consequences of the health crisis, leads to a worse structural 

balance, reaching -4.7 points of GDP, which is a deviation of more than 4 points from the 

medium-term budgetary objective (MTO) that France had set itself in the LPFP. 

 

4- Public debt 

 85. The High Council notes that the public debt would increase in 2021 to 115.6 points of 

GDP after 115.0 points of GDP in 2020. According to the Government's scenario, the public 

debt ratio would fall by 1.6 points in 2022 to 114.0 points of GDP, as the reduction in the public 

deficit (to -4.8 points of GDP) and the very strong growth in nominal GDP would allow the 

actual deficit to be lower than the deficit stabilizing the debt (-6.1 points of GDP). The public 

debt forecast for 2022 is affected by the uncertainties surrounding the deficit.     

Public debt and deficit  

In points of GDP 2020 2021 2022 

Public balance -9.1 -8.4 -4.8 

Public debt 115.0 115.6 114.0 

Source: Insee, draft budget bill for 2022. 
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 86. The High Council notes that the ratio of public spending to GDP would be nearly 

two points higher in 2022 than in 2019 (even before taking on board the investment plan 

and the new active measure for young people), despite the clear rebound in activity and 

the extinction of most of the spending incurred in response to the health crisis. In addition, 

the tax relief measures of recent years are expected to have a lasting impact on revenues. 

 87. Faced with an increased public debt (114 points of GDP in 2022, 17 points more 

than in 2019), the High Council stresses that the medium-term sustainability of public 

finances calls for the utmost vigilance. In this context, it will be important that any 

additional revenue exceeding forecasts is devoted to debt reduction. 

 

* 

* * 
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This opinion will be published in the Official Journal of the French Republic and 

attached to the budget bill for 2022 when it is submitted to the National Assembly. 

 

 Done in Paris, 17th September 2021. 

 

 

 
For the High Council of public finance,  

The first president of the Court of Auditors,  

President of the High Council of public finance  
 

 

 

 

Pierre MOSCOVICI 
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Annex 1: the macroeconomic scenario attached to the budget bill for 2022 

Economic forecasts for France 

 2020 2021 2022 

Goods and sercices, real terms 
Gross domestic product (wda) -8.0 6.0 4.0 
Final consumption of households -7.2 4.1 7.0 

Public final consumption -3.2 6.5 -1.5 

Grossed fixed capital formation -8.9 12.4 4.7 

Of which : non-financial corporates -8.1 12.2 5.1 

                  public administrations -4.4 12.0 2.3 

                  households (excluding individual 

entrepreneurs) 

-12.2 15.7 3.1 

Imports -12.2 9.0 10.4 

Exports -16.1 8.6 10.0 

Contributions to real GDP growth 
Private domestic demand (excluding inventories) -5.8 4.5 4.7 
Public demand -0.9 2.1 -0.3 

Inventories -0.2 -0.3 0.0 

External Trade -1.1 -0.3 -0.4 

Prices and nominal aggregates 
Consumer prices inflation index 0.5 1.5 1.5 
Core inflation 0.6 1.1 1.5 

Gross domestic product deflator 2.5 0.5 1.4 

Nominal gross domestic product (wda) -5.7 6.5 5.5 

Productivity, employment and wages 
Market-sector excluding agriculture :     

Effective labor productivity -8.1 50 3.9 
 Salaried work (natural person) -1.5 1.5 0.8 

 Salaried work (AA, in thousands) -259 245 143 

 Salaried work (yoy, in thousands) -356 327 64 

 Average salary (natural person) -4.9 4.8 5.2 

 Purchasing power of the average salary  -5.3 3.2 

 

 

 

3.7 

 Wage bill -6.2 6.2 6.1 

Total emloyment -0.9 1.2 0.7 

Total employment (-) -353 377 130 

Non-financial corporate account 
Markup rate 31.8 34.7 33.2 
Saving rate 21.9 25.2 24.1 

Investment rate 24.6 26.1 25.9 

Self-financing rate 89.1 96.4 

.4 

93.0 

Households account 
Gross disposable income 1.0 3.7 2.5 
Purchasing power of gross disposable income 0.4 2.2 1.0 

Saving rate 21.4 20.0 15.2 

Operations with the rest of the world 
Trade balance FAB-FAB (customs data) -2.8 -3.5 -3.7 
Trade balance FAB-FAB (in billions of euros) -65 -86 -95 

International context 
Global demand for France -6.8 10.4 4.9 
Euro-dollar exchange rate 1.14 1.19 1.17 

Oil price (per Brent baril in dollars) 42 68 69 
Source: Ministry of finance and economy, working day adjusted data 
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Annex 2: introducy article of the 2022 Budget bill 

Text of the article: 

 
The forecasts for the structural balance and the effective balance of all public administrations 

for the year 2021, the execution for the year 2019 and the forecast execution for the year 2020 

are as follows: 

 (in gross domestic product points) 

 2020 execution 2021execution 

forecast 

2022 forecast 

Structural balance (1) -1.3 -5.8 -3.7 

Cyclical balance (2) -5.0 -2.5 -0.9 

One-off and temporary 

measures (3) 
-2.8 -0.1 -0.2 

Effective balance (1 + 2 + 

3) 
-9.1 -8.4 -4.8 

  

Explanatory statement of the article: 

 

This article presents, in accordance with Article 7 of the Organic Law n°2012-1403 of 

December 17, 2012 relating to the programming and governance of public finances, the forecast 

of the structural balance and the effective balance of all public administrations for 2022. It also 

presents these same balances for the years 2020 (execution) and 2021 (forecast of execution). 

The draft finance bill for 2021 (PLF 2021) foresees a nominal balance of -8.4% of GDP in 2020 

and -4.8% of GDP in 2021.  

In parallel with the LFR I forecast, the balance of 2021 is up by 1 point, resulting from: 

- The upwards revision of the GDP and its consequences on the level of receipts, 

following a +1 point revision of the growth in 2021, a more dynamic inflation, the 

revision of the GDP by the Insee at the end of Mai 2020, and increased tax information 

at mid-year. This leads to an improvement of the balance by 1 point of GDP.  

- A downwards revision of -0.2 points of GDP, resulting from expected public expenses 

lower than initially estimated for the LFR I regarding support schemes for the health 

crisis (mostly temporary leave and solidarity fund). This is partially compensated by 

increased expected expenditures on the Ondam. 

- An observed or expected increase in some expenditures, namely -0.1 points of GDP 

related to the interest expenditure of bonds indexed on inflation, in a context of a more 

dynamic inflation; and -0.1 point of GDP caused by a more dynamic than expected local 

investment at mid-year. 
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For 2022, the balance is up by 0.5 point of GDP since the Stability program from April 2021: 

- The improvement in the activity expectations, based on +4% growth in 2022 after +6% 

in 2021 (against +4% after +5% before revision), a more dynamic inflation and the 

upwards revision of the GDP of 2020 at the end of May lead to an improvement of the 

balance by 1.2 point of GDP. Increased inflation expectations in 2021 and 2022 since 

the PSTAB lead to increased welfare and interest expenditures and result in a -0.1 point 

of GDP deterioration of the balance. 

- The rest of the revision comes from new measures included since the PSTAB up 

to -0.6% of GDP on the balance. Half of it corresponds to the Ondam, health and crisis-

related expenses included. The other half comes from the upwards adjustment of the 

execution pace of the recovery and measures concerning Ministries expenditures (of 

regalian resources of interior and justice Departments, emergency housing, Ministry of 

National Education…). 

The level of the 2020 structural balance is higher than expected (-1.3 points against -1.6 point)s. 

In 2021, it would reach a lower level than planned (-5.8 points against -1.2 points) before 

improving in 2022 (-3.7 points against -0.8 points in the programming law). 

 

The hypotheses under which the structural balance is computed are those of the public finance 

programming law for the years 2018 to 2022. The potential growth used for the computation 

remains unchanged with respect to the programming law (LPFP) 2018-2022, that is to say 

1.25% in 2022, 1.30% in 2021 and 1.35% in 2022. One-off and temporary measures include 

the cost of public guarantee calls to tackle the economic consequences of the pandemic, PGE 

and BEI, and the double transitory cost from 2022 onwards of making tax credit for the services 

to individuals contemporaneous.  

 

As a recall :  

In Bn€ 2020 execution 
2021 execution 

forecast 
2022 forecast 

Effective balance -209.2 -205.6 -124.5 

Nominal GDP 2302.9 2452.3 2587.9 
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Annex 3: estimating the general government structural balance 

 

The structural balance estimate  

To assess the public finance path, the structural budget balance is usually considered. The 

structural balance is the public balance adjusted for the direct impact of the economic cycle 

and exceptional events. The public balance is thus divided into two components:  

 

 A cyclical component, which reflects the impact of the economic cycle on public 

administrations’ expenditure and revenue;  

 A structural component, being what the public balance would be if domestic 

production were at its potential level. 

 

The calculation of the cyclical and structural components of the public balance is based 

on the potential GDP estimate. Potential GDP is the “sustainable” output, i.e. the quantity that 

can be produced without having positive or negative impacts on inflation. The cyclical 

component of the public balance results from the cyclical variations in public revenue and 

expenditure, considered as follows:  

 

 On the revenue side, only compulsory levies are assumed to be cyclical. The cyclical 

parts of the income tax, corporate income tax, social security contributions and other 

mandatory contributions are calculated separately based on the observed levels, the 

estimated output gap and the elasticity of each tax category to GDP growth20;  

 On the expenditure side, only the unemployment compensation expenses are 

considered dependent on economic conditions21. Their cyclical share is estimated, as for 

revenue, based on their elasticity to the output gap and the amounts observed.  

The structural balance is calculated as the difference between the nominal public 

balance and the cyclical component estimate. Given the fact that compulsory levies and 

cyclical expenses account for about half of GDP and that their average elasticity is close to one, 

the cyclical component of the public balance is equal to just over half the output gap (for 

France). A final correction is made to the structural balance in order to exclude certain 

events or actions that have no lasting impact on the public balance. However, there is no 

comprehensive definition of one-off and temporary measures and their assessment is 

partly based on interpretation. 

 

The components of the structural adjustment  

 

The variation of the structural balance is known as “structural adjustment”. A positive 

structural adjustment reflects a budgetary policy directed towards the medium term objective 

(-0.4% for France as set by the programming law), when there initially is a deficit. 

Conversely, a negative structural adjustment reflects an expansionist budgetary policy, 

increasing the structural deficit.  

                                                           
20  This effect is evaluated on the basis of the average "elasticities" of each tax category with respect to the output 

gap. The elasticities used are those estimated by the OECD.  
21 As for other expenditures, they are either discretionary in nature or no link with the economic situation can be 

clearly and reliably identified. 
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In order to assess more sensibly the budgetary policy, the structural adjustment is 

divided into two components. 

 The structural effort, which measures the discretionary part of the structural 

adjustment, i.e. controlled by public decision makers, is made of: 

 

o the expenditure restraint, which compares the public spending real growth 

(calculated with the GDP deflator) to the economy’s potential growth. It has a 

positive contribution to the structural adjustment when public spending grows 

slower than potential GDP; 

o the new measures on compulsory levies. 

 

 The non-discretionary part takes into account: 

 

o the impacts of changes in revenue elasticities: since the cyclical component of 

the public balance is based on average elasticities, the structural balance includes 

the effects of elasticity fluctuations around the long-term average value;  

o the changes in revenues other than compulsory levies. 
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Annex 4: understanding the evolution of productivity since 2020, in the past and in 

Government’s forecasts  

 

Labor productivity is a salient component of macroeconomic forecasting. However, its 

measurement has been made difficult since 2020, with the implementation of temporary leave  

schemes that enable workers to remain employed despite a marked decrease in business activity. 

 

Per capita labor productivity is computed as the ratio between the added value and the 

number of employed people. It has been an under-estimation of productivity, as the 

denominator includes part-time workers in temporary leave  without accounting for the decrease 

in working hours. On the other hand, hourly labor productivity, calculated as the ratio between 

added value and total working hours, overestimates productivity because temporary leave  

workers belong in average to less productive sectors. 

 

The second and third quarters of 2020 perfectly illustrate these phenomena. During the 

second quarter, the implementation of temporary leave schemes led to a serious drop in labor 

productivity per capita and a significant increase in hourly productivity. The other way around, 

the reflux of temporary leave led to inverse changes (rise in productivity per capita and drop in 

hourly productivity). 

 

During the second quarter of 2021, productivity per capita would settle at 3.5 points 

below its level from the last quarter of 2019. On the contrary, hourly productivity would settle 

at 2.5 points above. 

 
 

An expected reduced resort to temporary leave  should allow in 2022 – in comparison 

with 2019 – to eliminate this distortion and to better measure underlying trends of productivity. 
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The Government’s scenario features an increase in labor productivity per capita of 0.3% 

between 2019 and 2022: the added value of non-farm market sectors increases slightly more 

than employment in those sectors. As a result, there is a loss in productivity per capita by -3.3% 

between 2019 and 2022 compared to the pre-crisis trend (+1.2% per year)22. 

 

According to the Government, this difference results partly (1.6 points) from the effect 

of employment policies (transformation of the CICE into a durable decrease in employer’s 

social contributions, trimming of employers’ contributions on October 1st  2019, Plan for young 

people, Plan for skill investment, permanent leave schemes)23. Once these effects are corrected, 

the loss in effective labor productivity would state at 1.7% in 2022 with respect to the pre-crisis 

trend. In the Government’s scenario, this loss would be durable and would affect negatively 

potential growth (-1.75% in 2022). 

 

Labor productivity evolution scenario between 2019 and 2022 

 Apparent labor 

productivity 

Productivity less the 

impact of employment 

policies 

Evolution of the productivity between 

2019 and 2022 
0.3 1.9 

Trend productivity gains -3.6 -3.6 

Loss of productivity -3.3 -1.7 
Source : PLF for 2022 

 

The Government’s scenario has been drafted before Insee’s publication of employment 

data of the 2021-second semester. This data suggest a higher employment level in 2021 and 

2022 than in the Government’s forecast. Accounting for this new information should reveal a 

sharper decrease in productivity in 2022. 

  

                                                           
22 This is the trend growth rate of productivity after accounting for the effects of employment measures before 

2019. This estimation is uncertain; it could be higher as in the equation of the Opale model published by the DG 

Trésor, which could lead to an increased productivity loss after the crisis. It could also be lower, as estimated by 

the secretariat of the HCFP, in its study note from September 2020, which would result in smaller  productivity 

losses. 
23 According to the Government, the cumulated difference between observed productivity and labor productivity 

in its scenario breaks down to: 

- Approximately 30% resulting from partial unemployment: between 2019 and 2022, 60’000 jobs (FTE) 

would still be in part-time in yearly average variation; 

- Approximately 70% resulting from other employment policies (recovery program and especially the plan 

for young people, the transformation of the CICE into a durable reduction in employer’s social 

contribution, the trimming of employers’ contributions, the unemployment insurance reform, the plan for 

skill investment), up to 170’000 additional FTE jobs in 2022 with respect to 2019. 

https://www.hcfp.fr/node/196
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Annex 5: Analysis of the evolution of the structural balance between 2019 and 2022 

 

As noted by the High Council of Public Finance24, the decomposition of the structural 

balance into cyclical and structural components has revealed difficult given the exceptionality 

of the global economic situation. 

Moreover, the difference in treatment of support and recovery policies in 2020 and 2021 

makes a comparison of the structural balance between the two dates meaningless. In 2020, all 

support measures have (2.8 points of GDP) have been recorded as temporary expenditures, 

while the rollover of same measures in 2021 discusses their exceptional and temporary nature. 

Removing one-off support schemes undertaken by the Government from the 

computation of the structural balance in 2020 in 2021 does not suffice to give an accurate 

picture of the structural balance, as some part of the impact of those measures is already taken 

in account in the computation of the cyclical balances. 

Thus, some support expenditures (temporary leave expenditures) supersede partly 

cyclical expenses (unemployment compensation) and should not be excluded from the 

structural balance. Furthermore, some expenditures (in particular territorial collectivities 

investments, some public operating expenses) have not occurred in an exceptional manner, 

especially during the first lockdown. These should have been subtracted from the total amount 

of one-off expenses. Jointly with mandatory levies holding better than expected regarding the 

evolution of the activity, this leads to an improvement of the structural balance in 202025, 

despite the significant budgetary support to the economy. The decrease in non-fiscal revenues 

in 2020 contributes to compensate for these effects, which should completely disappear from 

2022 onwards. 

The deterioration of the structural balance in 2021 results from the integration of support 

schemes26 by the Government in the structural deficit (unlike in 2020) and from the rebound of 

expenses that have not occurred in 2020 due to sanitary constraints. The strong decrease 

announced of the structural deficit in 2021 overestimates significantly the deterioration of the 

public finances situation between those two years. 

In 2022, the improvement of the public deficit (+3.6 points) is attributable to the 

concurrent improvement of the cyclical component (+1.6 points of GDP due to the continuation 

of the diminution of the output gap) and the structural deficit (+2.1 points of GDP). This results 

mainly from the interruption of support measures, which only account for 0.3 point of GDP in 

202227. 

Due to the measurement difficulties related to the exceptional economic context and the 

choices made by the Government concerning the accounting of support schemes, the 

estimations of the structural balance presented by the Government in the budget bill for 2022 

can only be interpreted in a pertinent way by comparing 2022 to 2019. In total, the structural 

deficit would deteriorate by 1.2 points of GDP between 2019 and 2022, based on the potential 

growth of the public finance programming law. Based on a revision of the potential growth, the 

structural deficit would deteriorate by 2.2 points of GDP between 2019 and 2022. 

                                                           
24 See the opinion of the High Council of Public Finance n°2021-1 on the structural balance of public 

administration, presented in the budget settlement bill of 2020.  
25 Improvement by +1.2 point of GDP with the potential growth hypothesis of the programming law and +0.6 

point of GDP with the revised potential growth of the budget bill of 2022. 
26 Les mesures de soutien représentent 2,5 points de PIB potentiel en 2021. 
27 Ces mesures sont comptabilisées dans la composante structurelle du déficit en 2021 et 2022. 
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Annex 6: The evolution of the estimation of the structural balance in 2021 and 2022 

between the stability program and the Budget bill for 2022 
 

Compared to the stability program, the Government announces a deterioration of the 

structural balance by 0.1 point in 2021 and 0.3 point in 2022. These revisions concern both the 

effective balance and the output gap, which change the shares of the cyclical and structural 

balance in the effective balance. 

The revision of the output gap in relation to the stability program has a dual origin. From 

one side, it results from the revision of the trajectory of the GDP following the revision of 

growth forecasts and the publication of the annual accounts by the Insee in May 2021. Other 

things being equal, this upwards revision of the GDP should have led to a reduction of the 

output gap up to 1.7 point in 2021 and 2022. On the other side, the Government scaled down 

its evaluation of the potential growth. It is now in 2021 and 2022 0.5 point of GDP below the 

value anticipated in the stability program. At a given GDP trajectory, this revision causes the 

output gap to increase by 0.5 point of GDP in 2021 and 2022. In total, there is an upwards 

revision of the output gap by 1.2 point of GDP in 2021 and 2022 with respect to the stability 

program. 

The public deficit forecast for 2021 is up by 0.6 point with respect to the stability 

program. The upwards review of the output gap (+1.2 point) leads to raise the cyclical deficit 

by 0.7 point, while deteriorating the structural deficit by 0.1 point. The revision of the cyclical 

component breaks down to an increase of 1.0% of the cyclical component after the revision of 

the GDP trajectory, which is partially offset by a deterioration of 0.3% related to the review of 

the potential growth. 

 

 

The public deficit forecast for 2022 is up by 0.5 points with respect to the stability 

program. The upward revisions of the output gap is of similar range to the observation of 2021 

(+1.2 points) and leads to increase the cyclical deficit by 0.7 points. The structural deficit further 

deteriorates by 0.3 points with respect to the stability program. The revision of the cyclical 

component breaks down to an increase by 0.9 points in the cyclical component linked to the 

revision of the GDP trajectory, which is partially offset by a deterioration of 0.2 points due to 

the revised potential growth. 
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Annex 7: The triggering of the general escape clause of the Stability and Growth Pact 

In the health context linked to the Covid-19 epidemic and on a proposal from the 

Commission, the Council of the European Union announced on March 23, 2020 the triggering 

of the "general escape clause". This clause does not suspend the procedures of the Stability and 

Growth Pact. Nevertheless, it allows Member States and the European Union to take and 

coordinate budgetary measures necessary to cope with the "unusual circumstance" by departing 

from the budgetary requirements normally applicable. 

In its communication of March 3rd 2021, the Commission declared that while 

considering its forecasts of winter 2021 that expect a return of the GDP to its 2019 level, “the 

application of the general escape clause should be continued in 2022 and deactivated as of 

2023”28. The Commission could communicate again in June 2021 as part of the spring package 

of the European Semester detailing the Commission's guidelines for Member States' stability 

programs. 

 Introduced in 2011 as part of the reform of the Stability and Growth Pact, this clause 

can be activated in the event of “an unusual circumstance beyond the control of the Member 

State concerned which has appreciable effects on the financial situation of public administration 

or in a period of severe economic recession affecting the euro area or the whole of the Union”29. 

In the case of the preventive arm of the Stability and Growth Pact, States are thus "authorized 

to temporarily deviate from the adjustment trajectory with a view to achieving the medium-

term budgetary objective [...] provided that the medium-term budgetary sustainability is not 

jeopardized”30. Furthermore, within the framework of the corrective arm of the Pact31, the 

clause allows the Council of the European Union in particular to revise a recommendation 

addressed to a member state and to “extend, in principle by one year, the period provided for 

the correction excessive deficit”. 

 

 
 

                                                           
28 COM (2021) 105 final. 
29 Article 5 du règlement n°1466/97 du Conseil du 7 juillet 1997  
30 Article 6 du règlement n°1466/97 du Conseil du 7 juillet 1997.  
31 Article 3 et 5 du règlement (CE) n°1467/97 du 7 juillet 1997.  

 

https://ec.europa.eu/info/sites/default/files/economy-finance/1_en_act_part1_v9.pdf

